
McNerney Introduces Estate Tax Exemption Bill for Family Farms, Small Businesses

            
    

November 1, 2007

  
      

Washington, D.C. – Today, Congressman Jerry McNerney (CA-11) introduced the “Family Farm, Small Business, and Home Tax Relief Act” to provide estate tax relief to family farms and small businesses.

 

“I’ve met with farmers, ranchers, growers, and small business owners from all across the 11th district who are concerned about burdening their loved ones with a hefty tax when they pass their businesses and farms on to the next generation,” Rep. McNerney said.  “These people are not wealthy, they are not living extravagant lives – they are working people, the value of whose property has increased dramatically.  They should not have to pay a tax intended for the wealthiest Americans.”

 

The Family Farm, Small Business, and Home Tax Relief Act, H.R. 4042, ensures that middle class Americans do not face harsh estate tax liability and planning costs by creating an estate tax exemption for farms, ranches, and small businesses.  This will decrease the pressure on farmers and small business owners to sell their property to developers or other interests instead of passing them on to the next generation.

 

“It’s in all of our interests to keep open farm land open and available for the next generation and small businesses with roots in the community open and operating,” Rep. McNerney said.  “That’s just what this bill intends to do.”

 

Tim Koopman, a rancher from Sunol, knows personally the impact of the estate tax.  Koopman owns an 850-acre ranch in Sunol, nestled between I-680 and encroaching development from the city of Pleasanton.  It’s been in his family since 1918.  When his father passed it on to him, Tim faced an enormous estate tax burden and, rather than sell off the land, committed to finding a solution.  Ultimately he sought, and achieved, several conservation easements, though it was an 11-year ordeal.
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“I applaud what the Congressman is trying to get done,” Koopman said.  When my father passed away, we made a conscious decision not to sell the ranch but faced a huge estate tax burden as the ranch land had grown in value.  Keeping this land open and active provides society with a real benefit, but it is difficult to do given increasing pressures, including the burden of the estate tax liability.”

 

As an example of the estate tax’s potential impact, consider a farm property with a home valued at $400,000 and 200 acres of land valued at approximately $3 million.  The total assessed value would $3.4 million.  There is currently a $2 million general estate tax exemption, meaning taxes would be owed on $1.4 million.  Taxed at a rate of 45 percent, that’s a tax burden of $630,000.

 

“There is a growing movement in our country to eat locally grown products,” said Rep. McNerney.  “That can’t be done if produce isn’t grown locally.  There is no reason we should make it burdensome for a farmer or small business owner who has worked hard his entire life to pass on that operation to his or her children.”

 

Rep. McNerney’s bill also provides a $2 million estate tax exemption for a family home.  Only one home can be used and this home must be where the owner is registered with the IRS and has lived for five years.
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